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As you know. in order 10 build limages between Ouf Glotal Consumer Paymenls Research
Projoet and the exiyting 1993 US Credit Card Segmentation, we launched an effort @@ re-analyze
(he data from the 1953 udy. Specifically. paul Green and Abba Kreiger, e profeasors fom
the Whanon School who are assisang with our swdy. have boen reanalyzing e 1993 Credut
Card Segmentation data to!

i. Conftrm the seatistical validity of 1693 Credit Card Segmentation results

2. Developan ¢ fcient™ method to link the 1993 Credit Card Segmenttion 1o furure studies
(parucutarly, (he Global Consumet payment Study)

3. QuicKly ideatify snYy pew nsights which we <2 leverage bY applying oew approaches and
by more deeply analyzing the mrede-off or coment data Speafically, we asked Green to!
. asscay the relative valug of Gas features G marses w53 SoTUAmk e
o Evaluate cach segpmen’s responss Lo aiternative card offers
. Charscterize the relanve pecformancel attracveness of MasierCard, Viss AMEX and

o [dentlfy amy insights into conmumers’ LntereN in acquiring  Bew card
o {ommeot of conRumens who behavior patierns (e.g.. revolvers, TAnsactors, €c.)

3 Use these insighta to begin -0 spruchure apatytical approacher © be usad in the 1995
Global Consumer Payments &4y
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The 13%3 segmentanon seems 1o be statiyelcally viable Green and Kreiger were largely
abic to reproduce the five segments (i.¢., established. ualitanan, rebatey/discountsprestige.
credit adverse) There are some data quality 155ues with respect to scaling and cleaning of the
data; however, these should not ruse vgnificant concerns about continued use ot the
segmentaton and study results.

The aumber of survey questions needed to tag o houschold has been reduced o 18
questions. Green and Kreiger ideadfied 23 questions from the 1997 survey that can be used
to slot households into the credit card segments. This s a signuficant improvement over he
former 60 10 80 question scoring process or DFA currently 1 use and will be useful for
linking the future studies to the old segmentation st much lower costs. These 2§ questions
have been .ncluded in the Global Consumer Paveats Shudy survey.

The amitude-based credit card segmenty do oot differentiate on relative importance of
card attributes (e.g., pricing, credit limit, discounts) or perception of brand
performsnce. [he amnude-based scgments developed in the 1993 study react sumularly o
sach other i the card artnbute fadeo(f snalysis. Additicnally. the segments do not differ in
theie parceptions of performance of Visa MasterCard. Amencan Express and Discover. Tus

suggesus that the segroentation would aot be particularly heipful in targeting consymer

preferences or cuszommng aluc propasitions. 1herefore, we should be cautious about

clayms re the 'y acuonability and usefuleess for these

applications.

The data can be used to develop medels to prediet impact of performance and
perceptions oo share Green has applied a proprietary customer sansfacnon moedel which
analyzes the relative importance of atmibutes and characterizes the performance of
compeution. Highlights of this model"s results are:

+ The mode! sumuiates share relatonships based 00 coasumers' ranngy of attnbute
Unportancs and brand performance. Using the ratings of importance and competitve
performance from the [993 s udy, the modei was able W approximate share ayupnsiagly
well:

- MC 32.5%
- Via 42.2%
- Amex 16.0%

- Discover 93%
— Noter Overall, consumers rated Visa higher thas MasterCard on every card armbute.

» This simulation model will bw usefal for esumating impact of alternative pesidonings or
messages on share. Therefore, we wil likely employ a sirnilar mode! as we integrate the
findings from Global Coryumer Payments and the Ammirati & Puris Brand Positiorung

srudies.
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Lrade-o®/Canjoint results o date:

Lo zeneral, the rade-oif data was limited because reiauvely few armbutes were tested and these

tested were af a very high level. Speaifically, the card ammbutes iocluded i the Tade-ods werc:

s Interest rate at three levels (12%. 16%, and 20%)

+ Annual fee at turee [evels 130, $20 and 540)

o Credut lumut at hree levets (52,360, §5.000 and $10.000)

» Bracd at two levels (MasterCard and Visa)

»  The following cnhancemeats were tested as “on or off " seasonal discouats, security,
replacement. Tequent flier miles, ATM cash access, and extended warranfy

The apalysis of this 1993 data suggests the “ollawing bigh level conclusions:

! ipite the bigher tcores Visa received (a3 aoted above), there is virtually oo difference
in the perceived value of MasterCard vs. Viss, [n ather words, this research indicates that
although consumers rate Visa higher thaa MasterCard, consumers would nol pay any more or
he any more likely "o aczent 2 ¥isa card rather than a MasterCard, as loag as the cards had
squivalent pricing and features. Evary pher ambugg i the made-oif analysis oucweighed
brand (i.c , the choice berween Yisa 1od MasterCard) by s swgnificant margin. This wsight
may be paricularly useful for tnclusion in a response to the Visa Brand Equity document
Additisaally, this finding is supported by vumnially all of he qualitanve research we have
conducted 1o daie as part of the A& P brand positoning srudy.

2. Of the artributes rested, inferest rate and annual fee dominate consumers’ preferences
in mcquiring aew credit cards,

umhr patterns and valuation of most
entation framework should not be used o
owcver the following stight differences were

A1 noted above, the eredit card seg-me
card atimbates. This would mggeﬂ ;
anricipate differenced 1 beh e
dennfied:

*  the prestige and established segments show refatively highet umportance for tnterest rates
o the rebates and discounts segment shows refatively higher importance for enhancements
¢  the utnlitanian segment shows relatively h.lgh:r importance for annual fees.

[*F)

4 All tise being equal (e.g., pricing, fentures), customery are significantly more likely to
choosa a card offared by their primary flasacial institution than any other institution.
Coosumnery ratc the most atractive axributes of teir primary {inascial nsntunos ai. main
bank, checking sccount, convetient, and reputable (of those anbutes tested). This could be
wseful in devetoping cross-sell strategies for the retail bank customer base.
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As such. we plan 10 conttnue 1o leverage the 1993 dana 1o assist in analysis fot the Globai
Payments Srudy, but do nct plan to conuaue with any deeper analyses of the [993 dara. Our
reasons are.

»  {(rmeen and Kreiger performed cther igh-level analyses o develop insights inta other
benaviors (e 4., nterest 0 acquinng a new card, differences berween gald and standard card
users, nsights into revolving v. ransacang behavior). These analyses were problemadc due
to the level and quality of the dara collected,

¢ The data set from the 1593 US Credit Card Segmentaton is limited and is approachirg owo
vears old.

e  'We exnect to begin analyvsis of the Global Consumer Pavments Study survey results in
Avguat September

However. oI any of the sbove comrments L1stghts are interesang or :f there are ather specinic
155u¢s that vou would !ike us to "decp 21ve” nw. please let me know and we wi|! cont:nue
anajysis.

Additionally, Green and Kreiger nave given us several of the sunulanon made!s which they used
10 analyze this 199] data and which we will continue o refine with the Global Consumer

Pavments results. 1f you would like ta see demonstrations of these simulation modeis, [ would
be pleased to show them 1o you.
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